This paper uses the recent 2007-09 SCF panel to examine the influence of student loans on financial distress. Families with student loans in 2007 have higher levels of financial distress than families without such loans, and these families were more susceptible to transitions to financial distress during the early stages of the Great Recession. This correlation persists once we control for a host of other demographic, work-status, and household balance sheet measures. Families with an average level of student loans were 3.1 percentage points more likely to be 60 days late paying bills and 3 percentage points more likely to be denied credit. During this same time period, families with other types of consumer debt were no more or less likely to be financially distressed.
Abstract:
This paper uses the recent 2007-09 SCF panel to examine the influence of student loans on financial distress. Families with student loans in 2007 have higher levels of financial distress than families without such loans, and these families were more susceptible to transitions to financial distress during the early stages of the Great Recession. This correlation persists once we control for a host of other demographic, work-status, and household balance sheet measures. Families with an average level of student loans were 3.1 percentage points more likely to be 60 days late paying bills and 3 percentage points more likely to be denied credit. During this same time period, families with other types of consumer debt were no more or less likely to be financially distressed.
Education loans enable students to go to college and improve their employment and earnings prospects. On average, families with education loans in the 2007-09 SCF saw higher income growth between surveys. Further, the value of completing a degree is evident in the data: families without a degree but with education debt drive much of the correlations between financial distress and education loans.
Introduction
The rise to prominence of educational debt on the household balance sheet alongside continued high unemployment in the wake of the Great Recession has fueled discussion of financial distress among those with student loans. 1 Media accounts, with headlines such as "A Generation Hobbled by the Soaring Cost of College" and "Student Debt Weighs Heavily on Young Americans," have drawn attention to recent graduates struggling to make payments, remaining at home with their parents and postponing marriage. 2 Representatives of the Consumer Financial Protection Bureau have warned that without significant reforms to the student loan system, hundreds of thousands of borrowers will be "sentenced to a lifetime of permanent financial distress" (Chopra, 2012) . And a growing number of beneficiaries are seeing money withheld from their Social Security checks because they have fallen behind in payments on federal student loans.
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This paper undertakes the modest task of identifying whether there is in fact any correlation between student loans and household financial distress, and if that correlation can be explained better by factors other than educational debt. Broadly, we find that student loans are These correlations may be more closely related to factors other than the loans themselves.
Younger people and lower-income people, for example, are more likely to experience financial distress, and they are also more likely to hold student loans. However, these correlations persist after controlling for age, highest degree, income, and many other factors that may be correlated 1 In the 2010 Survey of Consumer Finances (SCF), student loan debt overtook vehicle debt as the largest type installment debt on household's balance sheets. 156,000 Social Security retirees had payments garnished in 2013; on average, the amount garnished was $180 (Sheridan, 2014) .
3 with holding education loans and being financially insecure. Roughly two-thirds of raw correlation between education debt and financial distress remains once these other factors are taken into account: families with an average level of student loans ($23,000) were 3.1 percentage points more likely to be 60 days late paying bills and 3 percentage points more likely to be denied credit. Other forms of common installment debt are not correlated with financial insecurity. Families with education debt that were not in financial distress in 2007 were also more likely to transition into financial distress between 2007 and 2009, relative to comparable families without education debt.
It is puzzling that age and other demographics explain only part of the correlation, especially considering that families with education loans can defer payments in certain circumstances of financial distress. 4 However, a key to unlocking the puzzle may be graduating with a degree: families without a degree but with education debt are more likely to have financial distress.
Education loans themselves are a bridge to skills that offer considerable benefits in the labor market. 5 On average, families with education loans in the 2007-09 SCF saw higher income growth between surveys than families without such loans. And the value of completing a degree (noted above) is evident in the data.
The paper continues in section 2 with a review of relevant literature surrounding student loans, section 3 summarizes trends in student loans, section 4 summarizes our analytic approach, section 5 discusses the results, and section 6 concludes. 4 There are several reasons why a borrower may be relieved from making current payments on an education loan, though the specific criteria vary across types of loan. For example, deferment is generally granted when the borrower is continuing his or her education. Deferment is often granted when the borrower is experiencing particular types of financial hardship, such as unemployment. There are also special categories of public service, such as the Peace Corps, the military, or selected medical and teaching positions, which qualify the borrower for relief from making current payments, and sometimes ultimately qualify the borrower for loan forgiveness. The number of loans in deferment has increased over time, reaching 45% of households with educational debt by 2010. 5 The average return to college is large. Avery and Turner (2012) estimate that a typical 2010 college graduate will earn between $400 thousand and $600 thousand more in net present value over their lives than will a high school graduate, even after considering the increase in student loan debt. Recent estimates of the average return to an additional year of schooling are about 10 to14 percent (Carniero et al, 2010; Carniero et al, 2011) . Field of study can influence the return to college (Arcidiacono, 2004) as can qualities of the school. For-profit schools, in particular, may offer little return on investment (Lang and Weinstein, 2012 
Review
A number of studies evaluate how taking out loans to finance college education impacts households, but most of them focus on the education and career decisions made by students.
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Some papers explore the impact of debt on the decision to attend graduate school. This literature is unresolved, but the most recent studies seem to find at best weak relationship for some students (Schapiro, O'Malley, and Litten (1991) , Weiler (1994) , Fox (1992) 7 , and Monks (2001)). In many cases, the net effect of debt on students' choices -in those studies that actually find an effect -is actually to decrease "financial distress" broadly speaking, as the results suggest students pursue higher-paying jobs, paths of study, and specialties than they otherwise would to finance the added burden of student loan debt payments (Mincozzi (2005), Rothstein and Rouse (2011), Kahn et al (2006) , Hauer et al (2008) , Woodworth (2000) , Rosenblatt and Andrilla (2005) , Phillips et al (2010), and Field (2009). 8 Students taking more highly paid jobs or avoiding particular career paths because of debt probably affect their sense of life satisfaction, and may also impose meaningful social costs (i.e.
contributing to a shortage of general practitioners), but these responses are quite different from the reports of hardship recounted in the news stories cited earlier. There is very little nonanectdotal analysis indicating student loans are causing what might be generally agreed on as "hardships." In one prospective analysis, an advocacy group uses summary statistics for student 6 Discussions of the burden of student loans typically highlight the fact that they are not dischargeable (since 1976) in standard bankruptcy proceedings. Due to the impossibility of repossessing a degree and lenient underwriting standards, educational loans are only dischargeable under extraordinary circumstances and tend to grant creditors broad collection powers when borrowers enter into default. Student loan debt can be discharged in bankruptcy proceedings if they can prove in an "adversary proceeding" that the debt represents an "undue hardship." (Lieber, 2012; Pardo and Lacey, 2009, and; Iuliano, 2011) . The "Brunner standard," which is the commonly used standard by bankruptcy courts, indicates that this hardship is met if debtors 1) cannot maintain a minimal standard of living if forced to repay the loan, 2) other circumstances suggest that this situation is likely to persist over a long portion of the repayment period, and 3) the debtor has made good faith efforts to pay. Analysis of bankruptcy data by Iuliano (2011) finds that the debtors granted these hardship discharges are less likely to be employed, more likely to have medical problems, and more likely to have had low incomes preceding the bankruptcy period. There are other features of student loans, however, that make them in some ways favorable to other forms of debt. For one thing, interest rates on student loans are relatively low. Educational loans can also go into deferment, allowing a temporary halt to repayment. Interest may or may not accrue during deferment, depending on the type of loan. There are several reasons why a borrower may be relieved from making current payments on an education loan, as noted in a previous footnote. 7 Fox estimates imply that doubling undergraduate debt would cause women's likelihood of attending graduate or professional programs to fall from 22.7 percent to 21.8 percent. (Fox, 1992, 669) 8 Minicozzi (2005) uses employment and earnings histories for a sample of male college graduates, and finds that students with higher levels of student loans were more likely to choose jobs with higher initial wages, but lower long-term rates of job growth.
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loan levels, incomes of recent college graduates, and home prices to calculate the result that the average student borrower is ineligible for a typical home mortgage (Mishory and Sullivan, 2012) . They further calculate that the share of students ineligible due to high borrowing has risen substantially over the last decade.
The one research paper to rigorously evaluate a plausible hardship resulting from student loan debt is Gicheva's (2012) analysis of marriage decisions of students and graduates. Using survey data from prospective MBA students registered for the GMAT and data on college graduates in the SCF, Gicheva (2012) shows that accumulated education debt decreases the probability that students anticipate getting married and that graduates will be married. Results from both data sets indicate that the strength of this relationship diminishes with age, and that, for respondents in the younger half of the age distribution, $10,000 in additional debt decreases the probability of students' anticipating marriage by three to four percentage points, and decreases the probability of being married by 11 to 17 percentage points.
To estimate causal effects of student loan debt on household financial distress, we would need to disentangle the relationship between debt and educational attainment as well, since the two are clearly related. In the absence of loans, some students would not attain a degree, and the proper counterfactual would reflect this fact. In this paper, we implicitly assume that loans have no impact on education outcomes, and when we control for educational attainment our regression results contrast financial hardship among similarly educated people, based on the amount of student loans they have taken out. Students who finance higher education without resorting to loans, though, are arguably quite different from those who do take out loans.
Despite these important caveats, the approach we use is informative because it establishes an upper-bound of the impact of education loans on household financial distress, and our findings are suggestive of the magnitudes of some potential outcomes from shifting financial aid resources toward grants instead of loans.
To explore the relationship between student loans and financial distress, we use the 2007-09 Survey of Consumer Finances panel, and use number of different approaches to control for selection. In the next section, we discuss the education debt data in the SCF cross sections, and provide some details on the 2007-09 SCF panel we will use in this study. Then we discuss our 6 methodological approach, and present the findings of our regression analysis. Finally, we summarize our findings and discuss their implications.
Student Loan Debt in the Survey of Consumer Finances

3A. Education Debt Trends using the SCF Cross Section
The Survey of Consumer Finances (SCF) is a household survey conducted by the Federal
Reserve Board (FRB) that collects detailed information on the finances of US families. It is unique in the level of detail of information on household assets and debts. The SCF has been administered every three years since 1989 and employs a dual-frame sample design, combining a multi-stage area-probability (AP) sample and the list sample (LS), an oversample of expectedly wealthy households. When weighted, though, the SCF is a nationally representative sample of the non-institutional families in the US. 9 The unit of observation in this paper is the family. (Table 1) .
The more pronounced growth in the mean compared to the median suggests a shift in the distribution of educational debt outstanding that can be readily seen in the data. Three-quarters of Previous analysis using the SCF Panel (Bricker et al, 2010) , suggests that eliminating families with large compositional changes from the analysis does not affect the qualitative findings of trends in household finances from 2007 to 2009. 12 The SCF captures approximately 2/3 rds of the FRBNY/Equifax Credit Panel figures for student loans over the last ten years. As previously discussed, the SCF does not sample from college dorms or other institutional populations, thus the SCF will undercount the aggregate amount of education loans. 13 The results of the 2013 SCF can be found in Bricker et al (2014) . The Federal Reserve Board's Consumer Credit G.19 release is available at http://www.federalreserve.gov/releases/g19/current/default.htm. The Federal Reserve Bank of New York's statistics on student loans are available at http://www.newyorkfed.org/microeconomics/data.html. 8 families were found to have balances below $10,000 for 1989, but over time this proportion eroded to just 40 percent of families in 2010 (Table 1) The SCF has a number of variables that indicate household-level financial distress, including bankruptcy, foreclosure, being denied credit, late payment of bills, and a high payment to income ratio. Below we present statistics using each of these five measures, but in most of the analysis choose to focus primarily on being denied credit and late payment of bills, and, to a lesser extent, payment to income ratio. As a practical matter, there are very few instances of bankruptcy (just two percent of the SCF panel sample had experienced bankruptcy between 2007 and 2009) or foreclosure (just over one percent had their homes foreclosed on or were forced to move from their home due to foreclosure) ( Table 2 ).
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The other distress measures are more common in the data. Nearly 8 percent of households reported having been late paying bills by 60 or more days between 2007 and 2009 ("late60") and 23 percent were either denied credit or did not apply for credit because they believed they would be denied ("denied") . 15 Households with a high payment to income ratio 
The Empirical Approach
This paper uses a relatively simple empirical approach to explore the potential relationship between education-related debt and household financial well-being. Initially we focus on the financial distress outcomes (outlined in Section 3C) and later examine positive financial outcomes involving income (outlined in Section 3D).
We begin our analysis with simple linear models to test whether the observed correlation between education debt and financial distress can be explained by demographic characteristics, economic circumstances, or other items on the household balance sheet. Subsequently we estimate a series of "transition probability models," using several different approaches to control for selection on initial conditions.
Initially we estimate the following basic equation using OLS:
,09 = ( ,07 , ,07 , ,09 , ,09−07 , ),
where distress ={late60, denied, hipir}.
Each of the distress measures, reflecting responses to the second wave of the panel, is binary, making the initial specification a linear probability model (LPM). The distress measures were discussed in Section 2C. We first estimate (1) using only a covariate reflecting education debt in 2007. Then we proceed to include a variety of additional demographic, economic, and household balance sheet measures that are expected to be correlated with debt as well as distress.
Summary statistics for all of the independent and dependent variables are included in Appendix Table 1 Additional independent variables include: an indicator for being a "high" earning type (actual earnings being more than 50 percent greater than earnings predicted based on educational attainment, occupation, and demographic information using on external Current Population Survey data); and indicators for experiencing "negative income shocks" in 2007 and 2009 (actual income being at least 5 percent lower than the household's "normal" income.)
In many specifications, we include all ages and include age variables (indicators for age class or age in years and its square). But, we also estimate (1) separately for different age groups (20 to 39, 40 to 49, 50 to 59, and 20 to 59). Most of our specification reflect the influence of other kinds of debt by both including indicators for presence of non-education installment debt as well as variable for total household debt in 2007. We also consider versions of (1) that include other types of debt (non-education installment debt and credit card debt) as the dependent variable in place of education debt.
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In various specifications of (1) we parameterize education-related debt in several different ways. Initially, we use an indicator for the presence of any level of debt. In most specifications, though, we include both the level and the square of the level of education debt.
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The final portion of the analysis involves modifications to (1) that are consistent with the "transition probability" models used in research on the factors that influence transitions to poverty, low-pay, or other states of interest (see Cappallari and Jenkins, 2004, and Stewart and Swaffield, 1999 , for examples).
In a transition probability model, the sample is split into two subsets: families for whom the initial state exists and families for whom it does not exist. 
but the conditional expectation of the regression error term ( 
The structure assumed in the bivariate probit model will identify the parameters in the conditional model described above. In our work, though, we also exclude family income from 20 However, as with the bivariate probit, one must make a strong assumption; here, it is that the errors in the system of equations are both normally distributed.
18 As Stewart and Swaffield (1999, page 32) explain, an assumption of zero correlation between the error terms of the two equations leads this conditional probability to collapse to a regular probit model. The normality assumption also allows us to calculate the average impact of education loans on transitioning to late payments (i.e. the average treatment effect; see Angrist and Pischke (2009) 
Like the Heckman model, the object of the first stage is to estimate the probability of being in the (second stage) estimation sample. Unlike the Heckman model, the first stage of the DNV estimator uses a nonparametric linear probability model. Also unlike the Heckman model, we generate a predicted propensity score ( i p ) after the first stage (rather than a Mills ratio).
The exclusion restriction variable (Z1) in the first stage is estimated flexibly as a series, and the order of the series of h  ()is estimated from the data using a leave-one-out (LOO) cross validation method. 21 The predicted propensity scores are not guaranteed to be within the [0, 1] range, and the second stage of the DNV estimator only use the observations with a propensity score in the [0,1] range.
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The propensity score is included as a regressor in the second stage model. The order of the propensity score is estimated flexibly as a series; a LOO cross-validation method determines the order of k  (). 
Results
Preliminary analysis of the 2007-09 SCF panel shows that households with student loan debt in 2007 were more likely to experience financial distress in 2009. About 13 percent of debt holders were late making payments and about 33 percent had been denied credit, compared to just 9 percent and 28 percent, respectively, of those without student loans (Table 2) . Student loan holders also had higher payment to income ratios, and were more likely to have experienced foreclosure or bankruptcy. These simple correlations, though, cannot be said to imply a causal relationship. The fact that student loan holders experience higher incidence of financial hardship is arguably much more related to basic demographic factors. Those households who still have student loans are also younger households who have not established themselves professionally, and are more likely to experience financial distress (Table 3) . Age is strongly correlated with student debt and financial distress, and there are a host of other factors that can reasonably explain the naïve link between student loans and distress.
The remainder of this paper uses a simple regression analysis framework (including linear probability models, probits, and several different selection models) to evaluate whether any correlation between student loans and financial distress persists once we account for additional variables reflecting demographics, employment situation, and household finances. We present results using these different estimators, and also using different financial distress measures as the dependent variable, for different age groups, and different ways of parameterizing education debt.
5A. OLS results
The most preliminary results without any covariates (Table 4 , Panel A, columns 1, 4, and 7)
reflect the previous statistics from Table 2 and show large and statistically significant increases in the probability of distress in 2009 for those with any student loan debt in 2007. Including a range of demographic factors (age, race, educational attainment, region of the country, urban status, industry, occupation, family type, health status, divorce status, and presence of kids) decrease the coefficients on both "late 60" and "denied". In the case of "late 60," the introduction of these covariates decreases the magnitude of the coefficient on debt from 0.0565
(column 1) to 0.0520 (column 2). Including additional covariates for the full set of employment 16 status and household finance variables (described above and shown in Appendix Table 3 results.
The probabilities for experiencing financial distress -at different levels of debt -implied by these results are reflected in Figure 1 . At $23,000 of education-related debt (mean debt among debt holders in 2007) the increased probability of being late paying bills is 2.9 percentage points, and the probability of being denied credit is 2.2 percentage points.
The impact of debt on the probability of being late on payments increases up through approximately $95,000 in debt (reaching about 7 percentage points), at which point it starts to fall and eventually turns negative at approximately $195,000 (not shown). Such high levels of student debt presumably reflect the situation of highly compensated doctors or other professionals; they have high levels of debt and are unlikely to experience financial distress, but 23 Based on Table 2 , about 23 percent of families were denied credit in 2009. their education and occupational attributes are not adequately reflected in the regression covariates. The impact of debt on the probability of being denied credit increases across the entire range observed in the sample; the coefficient on the square of debt is negative but also very small.
5B. OLS results by Age and Type of Debt
5B.i. By Age
When the specifications including the full range of covariates (Columns 3 and 6 in Table   4 , Panel B), are calculated separately by age group the signs on the key coefficient -positive on the level of debt (thousands of $2009) and negative on the square term -remain the same. The impact of student loans on being late paying bills is fairly consistent across age groups (Table 5, Columns 1-3). The coefficients themselves are not significantly different from zero, though this seems to be due to small sample sizes when we split the sample by age: the estimate in column 4, where ages are pooled, is of similar magnitude to columns 1 through 3, but the standard error is much smaller. 24 The impact of student debt on being denied credit, by contrast, is somewhat larger for younger respondents (0.0020 for 20-39 year olds and 0.0066 for 40-49 year olds, compared to near zero for 50-59 year olds). Again, both are imprecisely estimated once we consider each age level and have smaller sample sizes. At the mean debt level ($23,000), the increased probability of being late paying bills for 20-59 year olds is 3.1 percentage points, and the increased probability of being denied credit is 3.0 percentage points.
5B.ii. Type of Debt
One obvious question about the correlation we observe between student debt and household financial distress is whether the type of debt matters. It seems plausible that we might observe all kinds of debt -ceteris paribus -being correlated with heightened financial distress during the Great Recession. In Table 6 , we present the key coefficients from regressions using other types of debt instead of, and in addition to, education debt. 
5C. Transition models, probits, and selection-corrected regressions
Absent a valid control group for a quasi-experimental research design, the results of the regression analysis in this section should only be considered as suggestive. There are, however, some additional steps that we can take to further test the resilience of the correlation between education-related debt and financial distress that we observe. These include the application of selection-correction regressions, and transition probability models -commonly used in research on the dynamics of poverty and low-pay.
As discussed in the previous section, we follow the basic approach of the transition probability models and split our sample based on initial distress conditions of respondents in the panel, keeping only those without initial distress, and evaluating the factors associated with transitioning into distress. The focus on transitions to financial distress is natural for our purposes: relatively few households initially experienced distress, and we will be able to investigate whether student loans are associated with transitioning into distress ( Table 7) .
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If we assume no correlation between unobservables in the distress equations ( 0 vu   ) then our transition model collapses to a regular probit. Thus, we first we consider the impact of selecting on not being in distress in 2007 by estimating simple LPM and probit models on the selected sample. The marginal effects from the probit models (Table 8 , Panel A) are generally comparable to those from Table 5 . 26 However, the unobservables in the distress equations are likely to be correlated, and the bivariate probit, Heckman, and DNV model this correlation. The bivariate probit results, though, also suggest that education loans increase the probability of transitioning to financial distress in
2009
. 27 The change in probability of late payments remains positive until balances are nearly $165,000 (not shown) and the increased probability of paying bills 60 days late is 2.6 percentage points at the mean balance of education loans. 28 The increased probability at the mean is large considering that 6.9 percent of households in our transition sample had a late payment in 2009.
The increase in probability of transitioning to credit denial is smaller (2.1 percentage points at the mean, while the mean of credit denial is about 21 percent in 2009 in our transition analysis sample) and the coefficient estimate is not different from zero at conventional significance levels. The estimated correlation of the unobservables in the distress equations ( vu  ) is negative and significantly different from zero at conventional levels.
Heckman two-step selection model results show a similar result (Panel C). The change in probability of late payments is positive (an increase in 2.9 percentage points) at the mean balance, though the change in probability of credit denial is nearly zero at the mean and not different from zero at conventional significance levels.
The semiparametric model (Panel D) indicates a larger impact of education loans on transitions to financial distress (7.7 percentage points at the mean), though again the change in probability of credit denial is nearly zero at the mean and not different from zero at conventional 26 Note that we use a smaller subset of variables for the probit and biprobit regressions (panels A and B in Table 9 ) due to convergence issues. 27 We use the Stata biprobit postestimation prediction of being in distress in 2009, conditional on not being in distress in 2007 (where distress is measured as late payments and denial of credit). 28 The increased probability at the mean is 4.6 percentage points if we restrict analysis to families with a 20 to 59 year old head of household. 20 significance levels. This estimate is very large, as 8.5 percent of households in our DNVestimator transition sample had a late payment in 2009.
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5D. Education loans, income growth, and degree completion in the SCF panel
Higher levels of education are correlated with higher levels of earnings in the labor market, regardless of how the higher education was financed (Avery and Turner, 2012) . In the SCF panel we can look at income growth between 2007 and 2009 for families with education loans and those without (table 9). Families with education loans saw income grow by about $7,200 more, on average, than families without education loans. 30 This pattern is true across all age groups.
The SCF panel also highlights the importance of completing a degree when financing post-secondary education. Among families with education loans, the mean income growth was small if the family had not completed a degree (less than a thousand dollars, and not different from zero at traditional significance levels) while it was nearly $11,000 if a member of the family had completed a college degree.
Further, our basic results on financial distress from table 4 differ across families that have no post-secondary degree and those that do (table 10) . Families with education loans but no completed degree are much more likely to have late payments on bills and be denied credit than are families with education loans that completed a college degree.
Summary and Discussion
Households with education-related debt were more likely to have been late paying bills, be denied credit, and have high payment to income ratios in 2009. And, except for households with very large balances, having more education debt was also correlated with higher probability of experiencing financial distress. Including a range of additional demographic, work-status, and household balance sheet measures diminishes the strength of the correlation, but does not eliminate it. Having an average amount of education debt also increases the probability that a family transitioned to being late on debt payments. The results for being denied credit, though, 29 As noted earlier, the DNV estimator only uses first-stage pscores in the [0,1] range and does not constrain propensity scores to be in the [0,1] range (as probit or logit first-stage estimators do). Accordingly, our analysis sample with this estimator is different (smaller) from Panels A, B and C in Table 9 . 30 Unconditionally, SCF families without education loans saw a mean decrease in income between 2007 and 2009 while families with education loans saw an increase.
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are sensitive to including households also experiencing distress in 2007. When those households are excluded, the transition probability models suggest that education-related debt has only a weak and not statistically significant correlation.
These results suggest that households with greater levels of education-related debt were more likely to experience financial distress in the 2009 economic downturn, compared to otherwise equivalent households. Families with education loans but no completed degree are much more likely to experience distress than are families with education loans that completed a college degree. These findings are limited by their focus on relatively narrow and short-term measures of financial distress. They are also suggestive, at best, as the counterfactual they rely on ignores the impact of education debt on boosting attainment levels. And the SCF panel also
shows positive earnings results for families with education loans.
These results are also unexpected in the sense that student loans can be deferred when the borrower experiences some types of financial adversity, thus lessening the repayment hardship. This comparison does, however, give a sense of some potential benefits of great reliance on non-loan financial aid. Our findings suggest that greater use of grants, in place of loans, would reduce some measures of financial distress during recessionary periods. We do not develop any estimates of the costs of grants relative to loans, however, so we cannot make any comment on the net gains of this sort of reform. In addition, our findings could also be seen as suggestive of the potential benefits of income-based repayment plans for student loans, which have become increasingly common in recent years. 
